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Chapter 1 Introduction 
 
Background 
    The “Law of the People’s Republic of China on Specialized Farmer Cooperatives” was enacted 
in 2007, which provided legal status to farmer cooperatives and contributed to the significant increase 
of farmer cooperatives in the past six years. There were 982,000 registered farmer cooperatives (37 
times more than in 2007) with 74,000,000 members, accounting for 28.5% of the total number of 
farmers in China in 2013 (Ministry of Agriculture, 2014). In 2008, Nongchaoduijie program (Farmer 
and Supermarket Link-up) was launched by the Ministry of Commerce together with the Ministry of 
Agriculture. This program encourages large retail chains to purchase agricultural produce directly 
from farmer cooperatives or production bases in an effort to resolve difficulties in selling fresh 
produce for farmers, building up modern distribution system for agricultural products, and increasing 
farmers’ incomes. The promoting of farmer cooperatives and Nongchaoduijie program are viewed as 
one way of constructing vertical integration of production and marketing under current economic 
conditions. 
There are a number of existing studies, which have examined the conditions and development of 
farmer cooperatives as well as their participation in Nongchaoduijie program in China. For instance, 
the government’s over-intervention had a negative impact on the development of farmer cooperatives 
in China (Garnevska, 2011). Farmer cooperatives in China had skewed allocation of ownerships rights 
with core members holding great power. Chinese cooperatives began with entrepreneurial farmers and 
the government, rather than a bottom-up, collective action process of many small farmers based on the 
study in Zhejiang Province (Liang 2013). In terms of Nongchaoduijie program, there are a number of 
farmer cooperatives which have had difficulties in meeting the high requirements of supermarket 
chains in terms of demand (Zhang and Li, 2010). Narita (2013) stated the collaboration between 
farmer cooperatives and supermarkets is not likely to be sustainable without the support of the 
government, based on the case study of farmer cooperatives in Shandong Province.  
However, most studies regarding farmer cooperatives after they are established are limited to 
raising questions and providing countermeasures to problems. How farmers in the farmer cooperatives 
react to these issues under the current institutional environment is not very clear. Therefore, in order to 
fill this gap, this study provides a more comprehensive understanding on the Nongchaoduijie program 
and attempts to clarify how farmers attempt to look for diversified paths to achieve greater benefits 
base on the detailed case studies in Zhejiang Province. 
 
Research Objectives and Methodology 
The specific objectives of this dissertation are as follows: 1) Review the evolution of farmer 
cooperatives in China; 2) Review the supporting policies related to the Nongchaoduijie program; 3) 
Examine the current situation of the Nongchaoduijie program in Zhejiang Province; 4) Investigate the 
business operation status of farmer cooperatives and their path for diversification for future 
development.  
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In this study, we employ descriptive approach and case study approach with the purpose of 
providing an in-depth understanding of the Nongchaoduijie program and farmer cooperatives in 
Zhejiang Province of China. Secondary data was mainly collected from government and 
non-government reports, as well as documents and papers from various sources. Primary data was 
collected through our four field surveys in Zhejiang Province between 2013 to 2015.  
We conducted face-to-face interviews with the officials from provincial-level government and 
city-level government, and cooperative leaders and members, as well as supermarket managers; we 
also distributed semi-structured questionnaires to farmer cooperatives. Face-to face interviews with 
government officials were conducted during September 2013 and January 2014 to collect data and 
supporting policies related to farmer cooperatives. Our in-depth field surveys of farmer cooperatives 
were conducted in July 2014 and June 2015 in which we interviewed cooperative leaders and sent 
questionnaires to farmer cooperatives in 7 cities of Zhejiang Province. 
 
Chapter 2 Brief Summary of the Development of Farmer Cooperatives in China 
 
Chapter Two starts by laying out an overview of the development of cooperatives following the 
foundation of the People’s Republic of China in 1949 in which we can see that the government’s 
governance has played a crucial role in agricultural reform in China and the recent government polices 
in promoting farmer cooperatives explained the great emergence of famer cooperatives after 2007. We 
then give an introduction of the current situation of cooperative’s development. This chapter attempts 
to provide us with a better understanding of today’s farmer cooperatives by reviewing their historical 
development. The development of cooperatives has been strongly influenced by the political ideology; 
which continued to today. This chapter does not provide conclusive research findings, however, it 
does lay a solid foundation for future research intended to examine how farmers and farmer 
cooperatives respond to the changes under the current institutional environment. 
 
Chapter 3 Promotion for Agricultural Production-Marketing Pairing Activity and its 
Supporting Policies in China 
 
Chapter 3 attempts to shed some light on issued policies, as well as programs that have been 
launched by the government that promote production and marketing of agricultural products in China. 
Among these the Nongchaoduijie program was given special attention due to the fact that it was the 
first and the most widely promoted program that was spread when compared with the other two 
programs. We begin with a review of the development of distribution systems of agricultural products 
in China, and then illustrate the fundamental reasons of Nongchaoduijie program to come into being 
from three aspects.  Finally, we look at the supporting policies related to the Nongchaoduijie program 
that was issued mainly by the central government from 2008 to 2013. 
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Chapter 4 Current Situation of Nongchaoduijie Program in Zhejiang Province 
 
    Based on a case study of Cooperative X in Zhejiang Province, this chapter attempts to provide a 
comprehensive understanding of the Nongchaoduijie program in actual practice from the viewpoint of 
farmer cooperatives. The statistical data shows that farmer cooperatives in Zhejiang Province have a 
trend of yearly increases, however, the number of cooperatives that participated in the Nongchaoduijie 
program account for only a tiny proportion. This is due both to the government setting a very high 
entry barrier for supermarkets participating in the Nongchaoduijie pilot program, and to the 
supermarkets creating requirements that are difficult for the farmer cooperatives to meet (such as the 
size of farmer cooperatives).  
Our case study suggests that Cooperative X is not operated in accordance with the Farmer 
Cooperatives Law after establishment as the manager holds substantial power over other members and 
there is a lack of profit distribution mechanisms. Yet to a certain extent, Cooperative X has played a 
positive role in organizing small farmers to collaborate with supermarkets mainly due to the 
manager’s own marketing ability, as well as his strict planting standards to other members. This model 
(company-like cooperative) seems to be satisfactory with small-scale cooperatives. However, a more 
effective administrative mechanism has to be taken into consideration once the scale of cooperative 
grows larger. There is still much room for improvement within the Nongchaoduijie program as the 
Chinese government endeavors to modernize chains.  
 
Chapter 5 Business Operation Status of Chinese Farmer Cooperatives:                     
-Agribusiness Model Diversification- 
 
With the implementation of the “Law of the People’s Republic of China on Specialized Farmer 
Cooperatives” in 2007, the number of agricultural cooperatives has increased dramatically. However, 
there is a considerable number of them that are neither functioning properly nor in line with the 
Cooperative Law among the established farmer cooperatives. In connection with the findings from last 
chapter, as well as based on our survey of 50 farmer cooperatives, this chapter explores the current 
operating status of farmer cooperatives after establishment and find out how they can seek a 
diversified path of development while regarding them as the basis.  
Among the cooperatives we surveyed, National Demonstration Cooperative A and City 
Demonstration Cooperative B were selected as case studies. We find out that farmer cooperatives in 
Zhejiang Province were in line with the requirements specified by the Farmer Cooperative Law as 
well as having a sound organizational structure when registering. However, issues such as core 
members holding great power over other members and lack of profit distribution mechanisms both 
appeared after the establishment of such cooperatives. During our visit in Zhejiang Province, we also 
noticed there were more and more farmer cooperatives are setting up the “Jiating Farm”, operating 
cooperative and the Jiating farm at the same time. In order to gain a better understanding of this 
transition, we visited Farm C and conducted face-to-face interviews with the manager of Farm D with 
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the recommendation of the director of local agriculture technology extension station in July 2015. 
    We conclude that farmer cooperatives and Jiating Farms in China are no different from the 
agribusiness companies in terms of their business models and decision-making structures at present. 
Both of them are family-controlled agribusiness company-like entities. The promotion of Jiating 
Farms in 2013, together with the encouragement and support for the consolidation of household plots 
being transferred into Jiating Farms in 2014, has reflected the efforts made by the central government 
to expand the scale of agricultural production (farm enlargement). Farmers with larger growing areas 
or strong marketing abilities have distinguished themselves among small-scale farmers; they have an 
intention to integrate into downstream activities, such as managers of Jiating Farm C and D opening 
retail stores (integrate downstream). Even if the farmer cooperatives are controlled by their respective 
managers, governance is still centered around managers’ family operations. Irrespective of what 
business models farmer cooperatives apply, all four cooperatives we examined above have established 
companies as well as hiring paid employees. Thus farmer cooperatives’ transition to Jiating farmers 
appears more in tandem with this kind of operation format.  
Cooperatives attempt to carry out diversified business models can happen in three ways: 1. 
Cooperatives conduct agritourism and gradually transform into agricultural tourism-oriented 
companies (Cooperative A), 2. Core members set up a new agricultural company operating the 
cooperative and the company at the same time (Cooperative B), 3. Core members transitioning to 
Jiating Farm, operating the cooperative and the Jiating Farm at the same time (Jiating Farm C and D).  
 
Chapter 6 Conclusions 
 
This article has reviewed the development history of farmer cooperatives in China, as well as 
looked at the programs that have been launched by central government in order to strengthen the 
agricultural production and marketing. In which we can see that the government’s governance has 
played a crucial role in the agricultural reform in China; and the recent government polices in 
promoting farmer cooperatives explained the great emergence of famer cooperatives after 2007. Then 
we paid attention to illustrating the current situation of Nongchaoduijie program and provided 
comprehensives understanding on how the program practiced in reality based on a case study from 
Zhejiang province. Lastly we examined the current operation status of farmer cooperatives in China 
and how they seek a possible diversified path of development in order to achieve greater benefits 
whilst regarding the farmer cooperative as the basis. 
The idea of Nongchaodujie seems to be feasible theoretically as it can reduce cost in the 
marketing chain and save time from field to store by purchasing directly from producers. However, 
this program hasn’t been carried out effectively despite the fact that it has been promoted by the 
central government for the past years. On the surface, this is due to the unequal status of farmer 
cooperatives and supermarkets in which the supermarkets creating requirements that are difficult for 
the farmer cooperatives to meet (such as the size of farmer cooperatives). However, through our 
research we found that malfunction of current famer cooperatives contributed to the main cause for 
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this unequal status. 
Most of the farmer cooperatives currently existing in name only, which haven’t really well 
improved the organizational level of farmers, as well as lack of a good management mechanism. As 
for the government polices, in addition to launching pilot programs and providing subsides to newly 
established farmer cooperative, there are very rare guidelines are available on how to develop and 
operate farmer cooperative effectively in the current environment. 
We found that many farmer cooperatives are seeking diversified business models (agritourism, 
establishment of companies, transition to Jiating Farm), which resulted from the influence of 
government polices on farmer cooperative. There is a considerate number of farmers establishing 
farmer cooperatives with the purpose of obtaining government subsidies. At the same time, farmer 
cooperatives looking for diversified paths could be viewed as a positive response to the 
industrialization of agriculture brought about under the current institutional environment in China. 
Irrespective of what business models farmer cooperatives apply, at present they are no different from 
the agribusiness companies in terms of their business models and decision-making structures. Both the 
Farmer Cooperative and the Jiating Farmer are family-controlled agribusiness company-like entitles.  
The enactment of the Farmer Cooperative Law in 2007 and the launch of Nongchaoduijie 
program showed that the government tries to improve the organizational level of small-scale farmers 
and modernize the distribution system. 
Cooperatives attempt to carry out diversified business models that can happen in three ways: 1. 
Cooperatives conduct agritourism and gradually transform into agricultural tourism-oriented 
companies, 2. Core members set up a new agricultural company operating the cooperative and the 
company at the same time, 3. Core members transitioning to Jiating Farm, operating the cooperative 
and the Jiating Farm at the same time. Farmer cooperatives looking for diversified paths could be 
viewed as a positive response to the industrialization of agriculture brought about under the current 
institutional environment in China, which has reflected the efforts made by the central government to 
expand the scale of agricultural production. 
Although these methods of business may or may not become mainstream in the foreseeable 
future, it does however, exemplify the governmental guidance for agricultural production as it 
currently stands. 	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